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RELATING TO CONTRACTS FOR THE CONDUCT OF 
CONTRACT POSTAL STATIONS 





WEDNESDAY, JUNE 12, 1957 


House or REPRESENTATIVES, 
SUBCOMMITTEE OF THE 
ComMITTEE ON Post Orrice AND Civit SERVICE, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to call, in room 213, 
Old House Office Building, Hon. Alfred E. Santangelo (chairman of the 
subcommittee), presiding. 

Mr. SANTANGELO. The hearing will come to order. 

This subcommittee was appointed to consider H. R. 7907, a bill 
relating to contracts for the conduct of contract postal stations, and 
for other purposes. Mr. Scott and Mr. Broyhill are members of the 
subcommittee, and I was designated chairman. 

(H. R. 7907 follows:) 


[H. R. 7907, 85th Cong., Ist sess.] 
A BILL Relating to contracts for the conduct of contract postal stations, and for other purposes. 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 15 of the Act entitled ‘“‘An Act to 
amend the Act approved June twenty-fifth, nineteen hundred and ten, authorizing 
the postal savings system, and for other purposes’’, approved May 18, 1916 (39 
Stat. 163; 39 U. S. C. 161), is hereby amended to read as follows: 

“Sec. 15. The Postmaster General may enter into contracts for the conduct of 
contract stations for a term not exceeding three years. Any such contract may 
be renewed by the Postmaster General, at the same or a lower contract price, 
for additional terms not exceeding three years each unless (1) the Postmaster 
General finds that such renewal is not in the interest of the United States, or (2) not 
later than ninety days before the end of any contract term the Post Office Depart- 
ment receives a request in writing that the contract be opened for competitive 
bidding at the end of such term. Upon any such finding by the Postmaster 
General, or upon receipt of any such request, the Postmaster General shall termi- 
nate the contract, with respect to which such finding has been made or such request 
has been received, at the end of the current term and shall advertise for bids 
thereon in accordance with existing laws relating to the advertising of publie 
contracts and the award thereof on the basis of competitive bidding.” 

Mr. SANTANGELO. This legislation is identical to H. R. 4938, 84th 
Congress, as passed by the House July 2, 1956, but not acted on by 
the other body. It was submitted by the Postmaster General as an 
executive communication under date of January 11, 1957. 

This legislation will authorize the Postmaster General to enter into 
contracts for the conduct of contract postal stations for terms not in 
excess of 3 years each and, at the expiration of any such term, to 
renew any such contract at the same or a lower contract price unless: 

(1) He shall find that such renewal is not in the interest of the 
United States, or, 


1 








2 CONTRACTS FOR CONDUCT OF CONTRACT POSTAL STATIONS 


(2) Not later than 90 days before the end of such contract term, 
the Post Office Department receives a written request that the con- 
tract be opened for competitive bidding at the end of such term. 

If the Postmaster General makes such finding, or receives such a 
written request, with respect to any contract entered into as pro- 
vided by this legislation, he will advertise for bids for the conduct 
of the contract postal station involved in accordance with existing 
laws relating to the advertising and award of public contracts. 

Under present law the Postmaster General is authorized to enter 
into contracts for terms not in excess of 2 years. The postmaster 
concerned may terminate any such contract on 24-hour notice to 
the contractor. The contractor, in turn, may terminate the contract 
by giving the postmaster 30 days’ notice. 

The Post Office Department reports that there are 5,074 contract 
stations in operation, with total annual contract rates of approxi- 
mately $6,192,000. Annual stamp sales are understood to be in excess 
of $50 million annually. 

Approval of this legislation is expected to eliminate a great deal of 
unnecessary work in the Post Office Department, with resultant sav- 
ings, while continuing all necessary authority and facilities for the 
proper handling of the contracts in the public interest. 

We will now hear from the representatives of the Post Office Depart- 
ment, Mr. Louis J. Dovle, Associate General Counsel, and Mr. Fred 
U. Mills, assistant to the Director of the Post Office Services Division, 
Bureau of Operations. 

Mr. Doyle, do you want to give us your reaction to the bill and 
your comments? 


STATEMENTS OF LOUIS J. DOYLE, ASSOCIATE GENERAL COUNSEL, 
AND FRED JU. MILLS, ASSISTANT TO THE DIRECTOR OF THE 
POST OFFICE SERVICES DIVISION, BUREAU OF OPERATIONS, 
POST OFFICE DEPARTMENT 


Mr. Doyiz. Mr. Chairman, thank you very much. 

You have pretty well summarized the presentation made by the 
Postmaster General in his letter, which is an executive communication, 
to Mr. Rayburn on January 11, 1957. 

I would liike to have that letter, if I may, inserted in the record at 
this point. 

Mr. SantanGe.o. There being no objection, it will be incorporated 
in the record at the end of the hearing. 

Mr. Doyuie. Thank you very much. 

Without reviewing that letter, I might say that this bill is the com- 
mittee’s interpretation of what they felt thay could give us in response 
to a request we made in the 84th Congress. Our original request was 
somewhat broader than this. 

Mr. SanTanGeELo. Before you go into that, Mr. Doyle, let me 
mention a thought that occurred to me in reading the bill. 

What do you mean by a “contract station’’? 

Mr. Doyte. Fine. Mr. Mills, will you explain, please, what a 
contract station is? 

Mr. SANTANGELO. Will you please identify yourself for the record, 
sir? 
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Mr. Minis. I am Fred U. Mills, assistant to the Director of the 
Division of Post Office Services in the Bureau of Operations. 

We maintain general direction of the operations of tnese stations 
throughout the country. They are the small post offices you find 
in drug stores, grocery stores, or most any kind of an establishment 
that is willing to offer a competitive bid and provide a small corner, 
and in some instances a great deal of space, where that type of facility 
is necessary. We do operate them sometimes in a private home 
even, or in almost any kind of location or building that meets the 
need. If it is a satisfactory space and bid, we have no restrictions 
as to what type of firm or individual would be accepted, except that 
the proponent would be expected to be a person of good repute and 
not sell liquor for consumption on the premises. 

Mr. SaAnrTanGeELo. In other words, Mr. Mills, a private citizen 
—— an agreement with the post office to sell stamps in behalf of 

post office, for which services he renders to the post office, the 
a st office pays him a certain amount of money; is that correct? 

Mr. Mitts. Yes, sir; that is correct. It is not just limited to the 
selling of stamps, sir. 

Mr. SAnTANGELO. What are the duties of this contractor? 

Mr. Mirus. He sells stamps; he sells money orders; he accepts 
parcels, letters, anything that needs to be mailed. He provides 
registration and insurance service. 

ln occasional instances, they provide lock boxes and deliver mail 
through the station, but that is not the usual procedure. 

Mr. SANTANGELO. He is paid for these services? 

Mr. Mitus. Yes. On a contract basis. 

Mr. SANTANGELO. How do you determine how much to pay him? 
Mr. Mis. We first ask for competitive bids. It has been a fact 
through the years that initially the opening of a station, of course, is 
not well known, a new station, and they do not do a lot of business 
usually the first year or two; it gradually builds up. We have found 
that for $400 or $500 the man can, in a reasonable way, provide the 
space and a little clerical assistance, and perhaps make a little money 
on a contract at $50 a month or $40 a month. But as the business 
increases, of course, be has to provide more clerks and hire more space, 

and so he naturally wants to raise his bid. 

Mr. SantanGevo. The original bid which this man makes to you 
is competitive, is that correct? 

Mr. Mitts. Yes. 

Mr. SantTanGe.o. And he is given a 3-year contract to operate this 
post-office station? 

Mr. Mitts. Two years now. 

Mr. SanTaNGELO. And at the expiration of the 2 years, what is the 
present system? Is it that he must go to competitive bidding? 

Mr. Miuus. Yes. 

We are required by law now, at the expiration of that contract, to 
post it publicly for competitive bidding again, and even though that 
man may be operating the station at what we think is a very advan- 
tageous rate to the Post Office Department and may be rendering 
very fine service, he must lay his contract on the line against all 
comers. Many times we would prefer to keep this man because he is 
trained in providing good service. 

There is an awful lot of administrative paperwork at the Post Office 
and in our regional offices on these contracts and a few of the cases 
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come to the Department even now for final disposition or determina- 
tion when they get too complicated. 

Mr. SANTANGELO. Would the bill H. R. 7907 permit the postmaster 
to extend the contract of this individual without competitive bidding? 

Mr. Miuus. Yes. 

Mr. SANTANGELO. And it would permit the postmaster to increase 
the payment to this man without competitive bidding? 

Mr. Miuus. No. 

Mr. SaAnTANGELO. In other words, he may grant it to the individual 
at the same rate, or at a lesser rate, but not in excess, without com- 
petitive bidding? 

Mr. Miuus. That is correct, sir. 

Mr. SanranGgE.o. If he wants to give it to the individual at a higher 
bid, at a higher contract price, he must submit it for competitive 
bidding; is that a fact? 

Mr. Mixus. That is correct. 

Mr. SANTANGELO. What would you say the saving to the Depart- 
ment would be to eliminate this competitive bidding? 

Mr. Miuus. We have not been able to put our fingers on just how 
much this savings would be. Undoubtedly the paperwork all over the 
country would amount to a great deal of clerical expense; I do not 
know exactly how much. 

Mr. SANTANGELO. At any rate, you would have to advertise with 
respect to over 5,000 contract stations? 

Mr. Mitts. Yes. 

Mr. Santanace.o. Do you have to advertise in the newspapers, or 
do you have to advertise in the post office? 

Mr. Mitts. We advertise principally by notices of the postmasters 
posted in public places. We do in some instances, and can, advertise 
in the newspapers. 

Mr. SantanGevLo. And this bill would economize by eliminating 
these expenses? 

Mr. Miius. Yes, it would. 

Mr. Dor LE. It has the additional feature, if 1 may say, Mr. Chair- 
man, of saving us what we cannot measure in dollars and cents, a 
trained, skilled contractor, who has rendered faithful service to us for 
2 or more years. By the posting of the bid, as required by law now, 
every 2 vears, by a dollar less bid than his, he who has faithfully 
performed for many years is out of the business and we must start all 
Over again and train a new contractor in what, as Mr. Mills says, 
sometimes could be quite a complicated procedure. 

Mr. SANTANGELO. At any rate, this bill would require the post- 
master to put it up for bid if he received a bid from another person at a 
lesser price, or another bid? 

Mr. Doyte. Yes, sir. 

Mr. SANTANGELO. These persons are bonded, are they not? 

Mr. Mrius. Yes. 

Mr. SanTaNGELO. What is the average contract price to these con- 
tractors in connection with these post offices? 

Mr. Doyte. Mr. Mills has some figures for you on that, sir. 

Mr. Mitts. The smallest stations probably run $500 or $600 or so. 
We have some that do a tremendous amount of business, quite a num- 
ber of them. The general average for the past 3 years is as follows: 
$963 in 1954, $970 in 1955, and $1,110 in 1956. 
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Under the present expanding economy, of course, these people pay 
their clerks more, and on that. besis it usually is worth a little more. 

Mr. Doyue. That figure, Mr. Chairman, includes not only the 
5,074 contract stations mentioned in our letter, but also rural sta- 
tions. 

Does it not, Mr. Mills? 

Mr. Miuus. Yes. 

The accounting procedures of the Department were changes more 
recently to include these rural contract stations as well. Formerly 
that was paid out of our rural mails appropriation. But it does change 
the average some. And the rural stations usually are much cheaper 
than the city stations. 

Mr. Doy.is. I wanted to mention that because there was a differ- 
ent average in last year’s testimony. That is the explanation why. 

Mr. Sanranee.o. What is the estimated amount of stamp sales 
in the current fiscal year? 

Mr. Mitts. That is a figure that is not maintained, as to individual 
stamp sales,- insofar as our accounting system is concerned. It 
becomes a part of the post office revenue. 

We can get that for you, sir, with a great deal of circularizing of 
perhaps some 10,000 post offices. We feel that it is somewhere in 
the neighborhood of $50 millton a year. 

It can be obtained if it is necessary to go to that extent. 

Mr. SANTANGELO. At any rate, it is in excess of $50 million overall? 

Mr. Mitus. We would feel so, yes. 

Mr. SantTanGELo. Is there anything else in connection with the 
bill that you think the committee would be interested to hear, as we 
discussed the administration of the bill? 

Mr. Miuus. Principally, since I am in the service feature of the 
post office, | do know how aggravating and bothersome and disrupt- 
ing it is to the postal service in all of these areas to have to change 
these contractors every 2 years almost. We have complaints that the 
new man does not know what he is doing sometimes. 

Very often the postmaster will find it necessary to cancel that 
man’s contract because he could not live up to his contract to provide 
good service. So then it becomes a question of readvertising again. 

I remember through the years many, many instances where a single 
station has had to be readvertised 4 or 5 times in 1 year before they 
could get a person who would provide service that was reasonable and 
satisfactory. And when we have a contractor who has been going 
along at a reasonable rate and doing a good job, we know that the 
public suffers when we make these continued changes; we do not 
think we save any money, we do fall down on providing the service 
we would like to provide. 

Mr. SANTANGELO. Congressman Scott, in your area of North 
Carolina, I suppose you have a lot of rural free delivery routes. Do 
you went to explore that phase of it? 

Mr. Scorr. I was not aware of this particular type of service. 
know there is none of it in my area. 

What circumstances give rise to these contract stations? 

Mr. Miuis. In the rural areas? 

Mr. Scorr. Yes. 

Mr. Miuus. Frequently, on a rural route, the rural mail carrier 
passes through a small settlement, and while he will deliver the mail 
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to each individual person who puts up a rural mailbox, those people 
will usually like to have some little central point there where they can 
transact business and not nec essarily have to wait and deal with the 
carrier individually every morning. So we establish in those places 
a rural station. It serves the same purpose as in the city except on a 
smaller scale. It is a littke community point where they can buy 
stamps, deposit their mailings, buy money orders, without having to 
stand by the side of the road and wait for the rural carrier to come 
along. 

Mr. Scorr. I can see the advantage of the service. I just wanted 
the committee to have that information for the record. 

Are all of these contracts terminated at the same time? 

Mr. Miuts. Yes. They terminate on June 30 each year, the 
eastern half of the United States in even years and the western half 
in odd years, just as a matter of administrative convenience in not 
having to process such a large number each year. 

Mr. Scor r. In other words, you do not advertise them all at the 
same year? 

Mr. Mixus. No. One-half one year and the other half in alternative 
years. 

Mr. Scorr. That is all I have, Mr. Chairman. 

Mr. SantanGeo. There is one other aspect of this matter I would 
like to bring up here. 

I notice in the cities, in some of these contract stations, they have 
stamp-vending machines and they charge a higher rate than the actual 
value of the stamp. 

Have you ever noticed those? 

Mr. Miuus. That is not a part of the post-office operation. Any 
business concern may buy or rent one of these stamp-vending machines 
and put it on its counter and put stamps in there, three 3-cent stamps 
for 10 cents. That is entirely divorced from any post-office feature. 
That is just a commercial enterprise. These manufacturers sell these 
stamp vending machines to anyone that would like to use them, and 
of course they do get a little margin. 

Mr. SANTANGELO. Are these the contractors who have contracted 
with you who do this, or are they independent of that? 

Mr. Miuus. No. They might have one of those in their store, at 
a separate location from the post office. 

Mr. SANTANGELO. I wondered about it because it does not seem 
fair that if these fellows are operating for the post office, that over and 
above the actual cost of the stamp, they should be charging an addi- 
tional 1 cent or 2 cents, whatever they feel like charging. 

Mr. Miuus. Well, that is true. We prefer they not run those 
machines in competition with the post office they have. But there is 
no provision of law that we could require them to refrain from doing 
that. 

Actually, we do not think that, in the case of the firms that do have 
a contract post office, that those stamp vending machines do any big 
business. 

Mr. Sanrance.o. Do the stamp vending machines have any ap- 
proval by the post office, or are they independent completely from the 
post office? 

Mr. Mitts. No. They are independent completely. It is a com- 
mercial enterprise. We have no connection with them or jurisdiction 
over them. 
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Mr. Jonnson. Mr. Chairman, could I have a question in further 
extension of this subject? 

Mr. SANTANGELO. Surely. 

Mr. Jounson. Mr. Mills, you stated there is no provision of law 
whereby you could require them not to have a vending machine under 
the contract, if they operated a contract station? 

Mr. Mitts. Yes. 

Mr. Jounson. Is there any reason why that could not be included 
as a part of the contract? 

Mr. Mitts. No. 

That is correct. We could stipulate that as a part of our contract 
that they not use stamp vending machines: 

Mr. Jonnson. Would not that be desirable? 

Mr. Mitts. Perhaps so. That would be something we would want 
to consider. 

I do not know what I would say at the moment on that. Offhand, 
I do not think we ought to get into it, frankly, because many people 
would object to it. 

Mr. SANTANGELO. It is my thought that if they are going to render 
the service on a contract basis and you permit them to charge more 
for the stamps through the use of vending machines, you are giving 
them an extra bonus because of the “gimmick” of the machine. My 
point is that either they are serving the post office on a contract basis, 
or they are not. 

Mr. Mitts. That is true. I think that where there is a wicket or a 
window where a person may buy stamps at the regular price, it is not 
likely that he will go a few feet and pay more. We do not think it 
bothers our post-office business very much, the stamp-vending ma- 
chines in the stations. 

Mr. SANTANGELO. At any rate, you can in your stipulation in the 
contract provide that if they are a contractor, they may not sell the 
stamps at a price higher than the Government charges? 

Mr. Mitts. Yes; we could do that. 

Mr. SANTANGELO. Is there anything else, Counsel, that you would 
like to ask? 

Mr. Jounson. No. 

Mr. Doy.ie. Mr. Chairman, I think you may know that this 
is not an idea foreign to our contracting procedures. 

Mr. SANTANGELO. Which idea? 

Mr. Doyte. This idea of renewal of the contract with a faithful, 
satisfactory contractor. 

Mr. SANTANGELO. I see quite a few advantages. 

Mr. Doyte. Yes. 

Mr. SantaNnGeEco. First, from the economical point of view, you 
are saving money for the post office by eliminating the advertising. 

Mr. Doyze. But we have the same executive authority with 
respect to our star-route contracts. ‘They run for 4 years and we can 
automatically renew them. The same is true with our contracts 
with our powerboat people who carry mail on the inland waterways. 
The same is true with respect to the deepw ater boats, running between 
the mainland and Hawaii. The same is true with respect to our mail 
messenger service. 

Mr. Jounson. Mr. Chairman, this committee has granted that 
authority within the last three Congresses. 
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Mr. SantanGELo. The authority to renew? 

Mr. Jounson. On these other types of contracts. 

Mr. SanTanGce.o. I suppose there were important reasons why 
competitive bidding was required? 

Mr. Doyte. Yes. 

Mr. SaAntTANGELO. There may have been abuses, and I suppose you 
have to protect against those abuses in the future. 

Mr. Doyue. You had the same general problem in that area. You 
had a highly successful and faithful contractor, with a contract for 
$7,000 or $8,000 a year, who was risking it every 4 years after he had 
done a wonderful job, solely by a $1 less bid. 

Mr. SantTanGELo. I note that you have a safeguard in the bill which 
would prevent abuses. 

Mr. Doyue. Yes, sir. 

Mr. SanTANGELO. In that you may not give a contract for a higher 
price without a competitive bid. 

Mr. Doyue. That is right. 

Mr. SANTANGELO. I am satisfied with respect to that. 

Is there anything further, Mr. Doyle or Mr. Mills, that you think 
the committee should be apprised of in connection with this bill? 

Mr. Doyte. Nothing that I have, sir. 

Mr. Mills? 

Mr. Minus. I do not believe so. Thank you, sir. 

Mr. SANTANGELO. We will place into the record at this point, Mr. 
Doyle, the letter from the office of the Postmaster General, dated 
January 11, 1957, with reference to this matter. 

(The letter referred to follows:) 


OFFICE OF THE PosTMASTER GENERAL, 
Washington, D. C., January 11, 1987. 
Hon. Sam RayBurn, 
Speaker of the House of Representatives. 

Dear Mr. Speaktr: There is transmitted herewith for consideration by the 
Congress a legislative proposal relating to contracts for the conduct of contract 
postal stations, and for other purposes. 

Under the present law embodied in section 161 of title 39, United States Code, 
the Postmaster General is authorized ‘‘to enter into contracts for the conduct of 
contract stations for a term not exceeding 2 years.’’ Such contracts are now 
secured by this Department for a 2-year period, beginning July 1 of each year, 
alternately, with contracts in the eastern half of the United States being secured 
in even years, and in the western half in odd years. Contract stations established 
after July 1 are on the basis of the remaining portion of the 2-year period. 

At this time, there are approximately 5,074 contract stations in operation, with 
total annual contract rates amounting to approximately $6,192,000. The annual 
stamp sales at these contract stations amount to many millions of dollars. 

Under the program now followed, each year this Department, and postmasters 
in one-half of the country, must go through the program of readvertising all con- 
tract stations, the awarding of contracts, and inaugurating the service in all 
instances in which there is a change in the contractor. This system involves a 
tremendous amount of time and expense on the part of postmasters, and this 
Department. This Department believes that it is advisable and desirable to make 
a change in the present practices. Under the present system, the postmaster may 
terminate the contracts on 24-hour notice to the contractor, and the contractor 
may terminate the contract by giving the postmaster 30 days’ notice. 

The legislative proposal would authorize the Postmaster General to enter into 
contracts for the conduct of contract postal stations for terms not in excess of 
3 years each and, at the expiration of any such term, to renew any such contract 
at the same or a lower contract price unless (1) he shall find that such renewal is 
not in the interest of the United States or (2) not later than 90 days before the 
end of such contract term the Post Office Department receives a written request 
that the contract be opened for competitive bidding at the end of such term. If 
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the Postmaster General makes such finding, or receives such a written request, 
with respect to any contract entered into as provided by this legislation, he will 
advertise for bids for the conduct of the contract postal station involved in 
accordance with existing laws relating to the advertising and award of public 
contracts. 

The enactment of the proposed legislation will, it is believed, tend to result in 
decreased expenditures by this Department, but there is not available sufficient 
information upon which to base an estimate as to the amount of such reduction 
in expenditures. This Department urges early enactment of the legislation. 

The Bureau of the Budget has advised that there would be no objection to the 
submission of this legislative proposal to Congress. 

Sincerely yours, 
Maurice H. Srans, 
Acting Postmaster General. 


Mr. SANTANGELO. Are there any other witnesses interested in 
testifying? 

If not, the hearing will be adjourned. 

Thank you very much, gentlemen. 

Mr. Doy.e. Thank you, sir. 

Mr. Mus. Thank you. 

(Whereupon, at 10:25 a. m., the subcommittee recessed, to recon- 
vene subject to the call of the Chair.) 
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